§250.117

clean water-bearing sand—if mud con-
ditions prevent a 20-negative millivolt
reading beyond the shale baseline.

§250.117 How does a determination of
well producibility affect royalty sta-
tus?

A determination of well producibility
invokes minimum royalty status on

the lease as provided in 30 CFR 202.53.

§250.118 Will MMS approve gas injec-
tion?

The Regional Supervisor may author-
ize you to inject gas on the OCS, on
and off-lease, to promote conservation
of natural resources and to prevent
waste.

(a) To receive MMS approval for in-
jection, you must:

(1) Show that the injection will not
result in undue interference with oper-
ations under existing leases; and

(2) Submit a written application to
the Regional Supervisor for injection
of gas.

(b) The Regional Supervisor will ap-
prove gas injection applications that:

(1) Enhance recovery;

(2) Prevent flaring of casinghead gas;
or

(3) Implement other conservation
measures approved by the Regional Su-
pervisor.

§250.119 Will MMS approve subsurface
gas storage?

The Regional Supervisor may author-
ize subsurface storage of gas on the
OCS, on and off-lease, for later com-
mercial benefit. To receive MMS ap-
proval you must:

(a) Show that the subsurface storage
of gas will not result in undue inter-
ference with operations under existing
leases; and

(b) Sign a storage agreement that in-
cludes the required payment of a stor-
age fee or rental.

§250.120 How does injecting, storing,
or treating gas affect my royalty
payments?

(a) If you produce gas from an OCS
lease and inject it into a reservoir on
the lease or unit for the purposes cited
in §250.118(b), you are not required to
pay royalties until you remove or sell
the gas from the reservoir.
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(b) If you produce gas from an OCS
lease and store it according to §250.119,
you must pay royalty before injecting
it into the storage reservoir.

(c) If you produce gas from an OCS
lease and treat it at an off-lease or off-
unit location, you must pay royalties
when the gas is first produced.

§250.121 What happens when the res-
ervoir contains both original gas in
place and injected gas?

If the reservoir contains both origi-
nal gas in place and injected gas, when
you produce gas from the reservoir you
must use an MMS-approved formula to
determine the amounts of injected or
stored gas and gas original to the res-
ervoir.

§250.122 What effect does subsurface
storage have on the lease term?

If you use a lease area for subsurface
storage of gas, it does not affect the
continuance or expiration of the lease.

§250.123 Will MMS allow gas storage
on unleased lands?

You may not store gas on unleased
lands unless the Regional Supervisor
approves a right-of-use and easement
for that purpose, under §§8250.160
through 250.166 of this subpart.

§250.124 Will MMS approve gas injec-
tion into the cap rock containing a
sulphur deposit?

To receive the Regional Supervisor’s
approval to inject gas into the cap rock
of a salt dome containing a sulphur de-
posit, you must show that the injec-
tion:

(a) Is necessary to recover oil and gas
contained in the cap rock; and

(b) Will not significantly increase po-
tential hazards to present or future
sulphur mining operations.

INSPECTION OF OPERATIONS

§250.130 Why does MMS conduct in-
spections?

MMS will inspect OCS facilities and
any vessels engaged in drilling or other
downhole operations. These include fa-
cilities under jurisdiction of other Fed-
eral agencies that we inspect by agree-
ment. We conduct these inspections:

(a) To verify that you are conducting
operations according to the Act, the
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